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W e have perform ed a lim ited exam ination of the Louisiana State Police Retirement System 
(System). Our examination was conducted in accordance with Title 24 of the Louisiana Revised 
Statutes and was perform ed to determ ine the propriety of certain allegations received by this 
office. 

The accom panying report presents our findings and recom m endations as well as responses 
from m anagem ent of the System . W e w ill continue to m onitor the findings until the System 
resolves them . Copies of this report have been delivered to the Louisiana Board of Ethics and 
other authorities as required by state law. 
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LO UISIANA STATE PO LICE RETIREM ENT SYSTEM 
Baton Rouge, Louisiana 

BACKG RO UND 

The Louisiana State Police Retirement System (System) was established and provided for 
w ithin Title 1'1 of the Louisiana Revised Statutes. The System is a com ponent unit of the State 
of Louisiana and its financial statem ents are included in the financial statem ents of the State of 
Louisiana as a pension trust fund. 

The System is the administrator of a single employer defined benefit plan (retirement fund) that 
covers (1) all sworn, commissioned law enforcement officers of the Division of State Police of 
the Departm ent of Public Safety who have com pleted the State Police Training Academ y 
Course of Instruction; (2) those members employed on the effective date of the System; 
(3) those subsequently employed who did not withdraw employee contributions; and 
(4) secretaries and deputy secretaries of the Department of Public Safety, provided they are 
sworn, com m issioned Louisiana State Police officers. 

The System 's retirem ent fund is the sm allest of the four state retirem ent system s. At June 30, 
2000, total participants are 2,026 and net assets total $245,811,590. ]he retirement benefits 
are guaranteed under the state constitution and the State of Louisiana is prim arily responsible 
for funding tile actuarial liabilities of the retirem ent fund through general fund appropriations. 
For the year ended June 30, 2000, retirem ent fund contributions from the State of Louisiana 

totaled $19,694,317 (77.5% of total contributions), retirement fund contributions from motor 
vehicle fees totaled $2,919,094 (11.5% of total contributions), and member contributions totaled 
$2,790,465 (11% of total contributions). The System contracts with seven investment firms 
(money managers) to invest the retirement funds and pays PaineW ebber, Incorporated, 
$80,000 a year to primarily monitor/evaluate the performance of the money managers. 

A board of trustees (board) administers thE; System. The board is composed of the following 
m em bers: 

The state treasurer, ex officio 
The com m issioner of adm inistration, ex officio 
The superintendent of the Office of State Police 
The president of the Louisiana State Troopers' Association 
The chairm an of the Retirem ent Com m ittee of the House of Representatives of the 
Louisiana Legislature, ex officio 
The chairm an of the Retirem ent Com m ittee of the Senate of the Louisiana 
Legislature, ex officio 
Active System m em ber, elected by active m em bers 
Retired System m em ber, elected by retired m em bers 
Active or retired m em ber, elected by active and retired m em bers 
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LO UISIANA STATE PO LICE RETIREM ENT SYSTEM 
Baton Rouge, Louisiana 

Background (Concluded) 

Louisiana law provides the board full and com plete authority to m anage and adm inister the 
retirem ent fund and to incur w hatever expenses m ay be necessary to properly adm inister the 
System and the retirem ent fund. The System 's director, M r, W alter Sm ith, was appointed by the 
board and has been em ployed by the System for approxim ately twelve years. Other em ployees 
of the System include the assistant director, part-tim e accountant, retirem ent benefits analyst, 
and secretary. 
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LO UISIANA STATE PO LICE RETIREM ENT SYSTEM 
Baton Rouge, Louisiana 

M E'FHO DO LO GY 

The Legislative Auditor received inform ation about specific issues relating to tim e and 
attendance records, travel expenses, credit cards, and use of vehicles. W e visited the System 
to determ ine the accuracy of this inform ation. 

W e conducted a lim ited review of the System 's financial records. A lim ited review is 
substantially less in scope than an audit conducted in accordance with generally accepted 
auditing standards, the objective of which is the expression of an opinion regarding the financial 
statem ents taken as a w hole. Accordingly, we do not express such an opinion. 

Our procedures consisted of the following: (1) examining selected System records; 
(2) interviewing certain employees of the System; (3) reviewing applicable Louisiana laws and 
Attorney General epinions; and (4) making inquiries of other persons to the extent we 
considered necessary to achieve our purpose. 
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LO UISIANA STATE PO LICE RETIREM ENT SYSTEM 
Baton P, ouge, Louisiana 

CO NCLUSIO NS 

The following sum m arizes the findings that resulted from this lim ited exam ination of the System . 
The Findings and Recom m endations section of this report provides details for these findings. 
Managem ent's responses are included in Attachm ent I. 

The director was given 24 weeks of annual leave and 24 weeks of sick leave in violation of 
m anagem ent's fiduciary responsibilities. In addition, the director's leave balances are not 
reduced for leave taken. (See page 7.) 

2. The direc:tor m ay have violated the Louisiana Code of Governm ental Ethics by accepting 

complimentary lodging and airfare from businesses. (See page 8.) 

3. The director's travel expenditures did not always com ply w ith the System 's travel policy. 
Also, there is no documentation of board approval before the director's travel. (See page 9.) 

4. The director uses the System 's vehicle for personal use and the vehicle is unm arked. In 
addition, the System does not report the director's personal use of the vehicle as taxable 
income as required by federal tax laws. (See page 13.) 

System funds were used to purchase airline tickets and pay for conference lodging and 
registration fees for non-em ployees of tile System . In addition, System funds were used to 
purchase flight insurance and meals for employees. (See page 15.) 

6. Controls over disbursem ents need to be im proved. A substantial num ber of credit card 
charge tickets were m issing, and restaurant m eals lacked docum entation for business 
purpose and names of persons participating. (See page 16.) 

7. The director authorized overtim e pay for an em ployee to circum vent the Civil Service pay 
plan rule~;. (See page 17.) 
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FINDINGS AND RECO M M ENDATIO NS 

Leave G iven to Director Violates M anagernent's Fiduciary 
Responsibilities and Leave Records Not Reduced for Leave Taken 

The director w as given 24 w eeks of annual leave and 24 w eeks of sick leave in violation 
of m anagem ent's fiduciary  responsibilities. In addition, the director's leave balances are 
not reduced for leave taken. G iving annual and sick leave to the director violates 
m anagem ent's fiduciary responsibilities of exercising good faith, trust, confidence, and candor in 
managing the System. In addition, Article VII, Section 14(A) of the Louisiana Constitution of 
1974 provides that the funds, credit, property, or things of value of the state or any political 
subdivision shall not be loaned, pledged, or donated to or for any person, association, or 
corporation. It is questionable as to w hether the System 's funds are "public funds" and if Article 
VII is applicable to retirem ent system s. However, Article VII does provide guidance as to the 
fiduciary responsibility of m anagem ent in protecting the funds and assets of the System that are 
entrusted to them on behalf of the Louisiana state troopers. The majority of System 
contributions (89%) come from the State of Louisiana's general fund appropriation and from 
m otor vehicle fees, w hich are no doubt public funds. 

Annual and Sick Leave G iven to Directo 
O n Decem ber 7, 1999, the board adopted an annual and sick leave policy retroactive for five 
years. As a result of this board action, the director received 959 hours (24 weeks) of retroactive 
annual leaw.~ and 959 hours (24 weeks) of retroactive sick leave. The retroactive leave 
represents the m axim um num ber of leave hours that the director could earn in a five-year period 
without a reduction for leave taken during the five-year period. Before Decem ber 7, 1999, the 
director did not earn annual or sick leave but was allowed to take annual and sick leave as 
needed. "]here are no supporting attendance records or leave records for the director that 
support the leave given to him . 

The Louisiana Attorney General (AG) has consistently opined (AG Opinions 91-383 and 86-88) 
that retroactive pay is a bonus or donation that is prohibited by Article VII, Section 14(A) of the 
Louisiana Constitution of 1974. The retroactive annual and sick leave given to the director is 
equal to a bonus paym ent because he can im m ediately start taking the leave, and if his 
em ploym ent ceases, he would be paid for 300 hours of annual leave and receive the rem ainder 
of his leave as earned service credit to increase his retirem ent benefits. 
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Director's Leaw ~ Records Not Reduced for Leave Taken 
Executive Order MJF 98-23 requires the System to establish and m aintain daily attendance and 
leave records. The director's leave (annual and sick) records maintained since December 1999 
report leave earned but do not report leave taken. The director inform ed us that he has taken 
leave since r)ecem ber 1999; however, he works m ore than an eight-hour day and that these 
additional work hours accum ulate and "even out" with the leave hours he takes. Therefore, he 
does not record leave taken. W e could not verify this inform ation because the director does not 
m aintain daily attendance records to support his hours worked. 

In addition to violating Executive O rder MJF 98-23, which requires the System to establish and 
maintain daily attendance and leave records, the AG has opined (89-191 and 79-40) that 
paym ents for annual leave can only be m adE; when accurate attendance and leave records are 
m aintained. 

The System should (1) revoke the 24 weeks of retroactive annual leave and 24 weeks of 
retroactive sick leave given to the director on December 7, 1999; (2) remove all annual leave 
and sick leave recorded as earned by the director since Decem ber 7, 1999, w hich is not 
supported by accurate attendance and leavE.= records; and (3) require the director to complete 
accurate daily attendance and leave reports. 

Failure to Com ply W ith Code of Ethics 

The director m ay have violated the Louisiana Code of G overnm ental Ethics by accepting 
complimentary lodging and airfare from businesses. Louisiana Revised Statute (R,S,) 
42:1115(A)(1 ) states that no public servant shall solicit or accept, directly or indirectly, any thing 
of econom ic value as a gift or gratuity from any person if the public serv ant knows or reasonably 
should know that such person has or is seeking to obtain contractual or other business or 
financial relationships with the public servant's agency. Also, R.S. 42:1111(A)(1) provides that 
no public serv ant shall receive anything of econom ic value, other than com pensation and 
benefits from the governm ental entity to which he is duly entitled, for the perform ance of the 
duties and responsibilities of his office or position. 

W e noted that the director accepted complimentary (free) lodging, meals, and airfare from 
various businesses during our review . For exam ple, for the period from M ay 1999, through 
Septem ber 1999, the director accepted com plim entary lodging and m eals from the following 
businesses: 

nvestm ent Research Com oanv 

The director attended Investment Research Company's (IRC) three-day function in Palm 
Springs, California, on M ay 6-8, 1999. ThE: director inform ed us that IRC was soliciting the 
System 's inw.~stment business. An IRC representative said that IRC invited client prospects to 
this three-day "gatllering" for educational purposes and "to have som e fun." The IRC 
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Findings and Recommendations (Continued) 

representative confirmed to us that IRC paid for the director's lodging (at the Renaissance 
Esmeralda Resort) and meals, estimated at $500. Although R.S. 42:1102(22)(a) allows an 
exception for food and drink consum ed while the personal guest of som e person, IRC did not 
provide the specific am ount paid for m eals. The System paid the director's other travel related 
costs (airfare, flight insurance, parking, vehicle rental, and four nights per diem) incurred on this 
trip, totaling $1,069. 

PaineW ebber 
The director attended PaineW ebber's two-day client education conference held at 
PaineW ebber's offices in New York, New York, on Septem ber 16-17, 1999. PaineW ebber has 
been the System 's investm ent advisor for approxim ately eleven years. A PaineW ebber 
representative confirmed to us that PaineW ebber paid for the director's lodging (at the Le 
Parker Meridien Hotel) and meals, estimated at $500 (PaineW ebber did not provide the specific 
amount paid for meals). 

The System should strictly com ply w ith the Louisiana Code of Governm ental Ethics. The 
director should be prohibited from accepting anything of econom ic w)lue, other than 
com pensation and benefits from the System , for the perform ance of the duties and 
responsibilities of his position. 

Director's Travel r)id Not Alw ays 
Com ply W ith Travel Policy 

The director's travel expenditures did not alw ays com ply w ith the System 's travel policy. 
Also, there is no docum entation of board approval before the director's travel. During the 
three-year period from July 1, 1997, through June 30, 2000, the director went on 49 overnight 
trips (29 out-of-state and 20 in-state), costing the System $38,681. The director informed us 
that he obtains verbal approval from the board chairm an for his out-of-state travel and that he is 
"on his own" for in-state travel. 

O ur review of available travel records from July 1, 1997, through June 30, 2000, revealed the 
following instances where the director's travel did not com ply with the System 's travel policy: 

1. O n two occasions the director's lodging exceeded the travel policy lim its. The travel policy 
allows reimbursement for in-state lodging (that is not conference-related lodging) not to 
exceed $100 per day. The policy provides for exceptions; however, the exceptions must be 
fully docum ented as to necessity and cost effectiveness of alternative options. 

The director's lodging for his stay at the Marriott Hotel in New Orleans, Louisiana, on 
October 7, 1998, and May 5, 1999, was $199 and $189, respectively. There was no 
docum entation of the business purpose or the necessity of the director staying overnight in 
New O rleans or the cost effectiveness of alternative options. 
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Findings and Recommendations (Continued) 

2. The director rented vehicles in violation of the travel policy on five occasions. The policy 
allows rental vehicles w hen it can be docum ented that vehicle rental is the m ost cost- 
effective m ethod of transportation that will accom plish the purpose of the travel and with the 
prior approval of the board chairm an. Also, the policy provides that only the cost of a 
com pact vehicle is reim bursable; however, exceptions are allowed when tile non-availability 
of a com pact vehicle is docum ented or with chairm an approval. The following is a sum m ary 
of vehicles rented: 

Dates ~,f Rental 
October 22. 1997 
May 5, 1999 
August 13, 1999 
November 18, 1999 
May 7, 20,30 

Total 

Budget - Ontario, CA 
Hertz - Ontario, CA 
Dollar - Reno, NV 
Dollar - Charlotte, NC 
National - Charleston. SC 

Vehicle~ Yl~e. _Co sl 
Ford W indstarN an $411 
Mercury Grand Marquis/Premium 348 
Dodge Intrepid/Fall-size 143 
Dodge Intrepid/Fall-size 170 
Oldsmobile Intrigue/Full-size _ _ 48 

There was no docum entation that the rental vehicles were the m ost cost-effective m ethod of 

transportation (e.g., compared to a taxi, shuttle, etc.). Also, there was no documentation of 
non-availability of com pact m odels or chairm an approval for an upgrade in rental vehicles to 
full-size or prem ium . The director inform ed us that he does not obtain the chairm an's 
approval to rent vehicles. 

3. The director was reimbursed the full amount for meal per diems ($30), even though the 
m eals were charged on the System 's credit card or provided without cost te the director. 

W e noted the follow ing m eals that were charged on 
director also filed for and was reim bursed by the System 

Date 
October 17, 1997 
July 11, 1998 
June 26. 1999 
October 23, 1999 

Total 

Location 
Newpod, CA 
San Francisco, CA 
Carson City, NV 
Palm Springs, CA 

the System 's credit card and the 
a meal per diem of $30 for the day: 

Amount 
$92 
80 
75 
10o 
$347 

W e noted the following organizations that provided gratuitous m eals to the director and the 
director filed for and was reimbursed by the System a meal per diem of $30 for each day: 

Meals 
Dales Orflanizat on Location Provided

_  

May 6-8, 1999 Investment Palm Springs, CA All 
Research Company 

Sept. 16-17, 1999 PaineW ebber New York, NY All 

May 7-10, 2000 Asset Allocation 
Sum m it 

Per Diem 
Paid Director 

$120 for 4 days 

$60 for 2 days 

Kiawah Island 8 meals $120 for 4 days 
Resort, SC 

10 
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Findings and Recommendations (Continued) 

The director did not docum ent the total cost of his trips on his travel expense reim bursem ent 
form s. The travel policy requires the travel expense reim bursem ent form to reflect the total 
cost of the trip and be in sufficient detail to provide reasonable review and understanding. 

The director's travel expense reim bursem ent form s reflect his daily per diem s, taxi fares, 
parking, and tips; however, there is no docum entation on the form s of the cost of the related 
airfare, lodging, and vehicle rentals. Also, the director's travel expense reim bursem ent 
form s do not always docum ent the business purpose of his trips. 

W e selected three out-of-state trips m ade by the director for a detailed review. The following 
details the results of our review. 

National Association of Police O rganizations 
Tw elfth Annual Public Safety Pension and Benefits Sem inar 
L,as Vegas, Nevada 
February 14-17, 2000 

rile director attended the sem inar for $1,499 as follows 

Expenditure Type Cost 
Airline Ticket - Roundtrip 
Flight "rime Change 
Flight Insurance Prem ium 
Lodging - Harrah's Hotel 
Meals Per Diem - Six Nights 
Conference Registration Fee 
Cab Fare 

$371 
75 
14 
544 
180 
275 
4O 

Total $1,499 

rhe sem inar started M onday, February 14, 2000; however, lhe director arrived on 
Friday, February 11, 2000 (two days earlier than necessary). There is no 
documentation as to why the director ardved two days early. The costs for m eats 
and lodging for the two days totaled $238. 

O n the first day of the sem inar, M onday, February 14, 2000, there was no continuing 

professional education (CPE) scheduled; however, a golf tournament was held from 
10:30 a.rn. until 5:00 p.m . For Tuesday, W ednesday, and Thursday, February 15- 
17, 2000. fifteen and one-half hours of CPF were scheduled. 

There is no docum entation of beard approval before the director's trave 
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Asset A llocation Sum m it 
Kiaw ah Island Resort, South Carolina 
M ay 7-10, 2000 

~ The director attended the summit for $1,461 as follows 

Expenditure Type 
Airline licket - Roundtdp 
Flight Insurance Premium 
Lodging - Kiawah Island Golf and Termis Resort 
Meals Per Diem ~ Four Nights 
Vehicle Rental 

3otal 

Cost 
$355 
14 

924 
120 
48 

$1,461 

There was no CPE scheduled for the first day of the summit (Sunday, May 7, 2000); 
however, there was a reception and dinner scheduled at 6:30 p.m . Although the 
sum m it reception was held on Sunday, M ay 7, 2000, the director arrived on 

Saturday, May 6, 2000 (one day earlier than necessary). There is no documentation 
as to why the director arrived one day early. The costs for m eals and lodging the 
one day totaled $261. 

~ For M onday, Tuesday, and W ednesday, May 8-10, 2000, fourteen and one-half 
hours of CPE were scheduled. O n Tuesday, M ay 9, 2000, a golf tournam ent was 
s~-heduled at 1:30 p.m . 

~ There is no docum entation of board approval before the director's trave 

Colonial Life Insurance Com pany - Visit 
Colum bia, South Carolina 
Novem ber 13-16. 1999 

The director visited the Colonial Life Insurance Com pany's offices in Colum bia 
South Carolina, for $937 as follows: 

E2~e n_d_! t_u. r_ _e ~ _e 
Airline Ticket - Roundtrip 
Flight insurance Prem ium 
t.odging - Courtyard Marriott 
Vehicle Rental 
Meals Per Diem - Three Nights 

Totals 

Cost 
$376 
14 

287 
170 
90 

The director inform ed us that he traveled to Colum bia, South Carolina, to m eet with 
Colonial Life Insurance Com pany representatives on Monday, Novem ber 15, 1999. 
The director's flight departed on Saturday, November 13, 1999, at 6:00 a.m. (one 
day earlier than necessary), and arrived in Charlotte, North Carolina, at 8:42 a.m. 
The director rented a vehicle and he drove from Charlotte, North Carolina, to 

12 
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Colum bia, South Carolina, a distance of approxim ately one hundred m iles. Also, the 
director's return flight departed Charlotte, North Carolina, on Tuesday, Novem ber 16, 
199g (one day after the meeting). The director informed us that it was cheaper to fly 
into Charlotte, North Carolina. However, there is no documentation as to the cost 
ef[ectiveness of this alternative flight option (including consideration of the cost of the 
rental w;hicle). Also, there is no documentation as to why the director departed one 
day early or why he returned on the day after the m eeting. 

Although there is no docum entation of the business purpose of the trip, the director 
inFormed us that he went to discuss retiree insurance prem ium billing problem s that 
the System was experiencing. "]he director said that he was not getting answers to 
these problem s from the insurance com pany's Baton Rouge office. However, the 
insurance com pany's Baton Rouge representative inform ed us that he was not 
aware of any retiree insurance prem ium billing problem s. The Baton Rouge 
representative said he thought the South Carolina trip was set up because the 

director was going to be in that area (South Carolina) and he wanted to take a tour of 
the insurance com pany's hom e office. 

Colonial Life Insurance Com pany's representatives in Colum bia, South Carolina, 
informed us that they m et with the director for approxim ately three hours consisting 
of a one-hour m eeting and a two-.hour tour of their operations and various processing 
areas. ]he billing m anager said that they took the director on a tour of their offices 
and discussed their billing process w ith the director; however, she w as not aware of 
any specific billing problem s that the System was experiencing. 

~ There is no docum entation of board approval before the director's trave 

The System should: 
~ Require that the director receive written approval from the board before traveling. The 

business purpose and benefit to the System should be docum ented in the approval process. 
~ Require strict com pliance w ith travel policy provisions relating to lodging, rental vehicles, 

m eals, and expense reim bursem ent form s. 
~ Recover from the director all excess m onies paid in violation of the travel policy provisions. 

Personal Use of System 's Vehicle 
Not Reasonable and Necessary 

The director uses the System 's vehicle for personal use and the vehicle is unm arked. In 
addition, the System  does not report the director's personal use of the w.=hicle as taxable 
incom e as required by federal tax law s. The System 's vehicle should be used only for 
reasonable and necessary travel for business of the System . Unrestricted personal use of the 
System 's vehicle is clearly not reasonable and necessary business travel and violates 
m anagem ent's fiduciary responsibility of protecting the funds and assets of the System on 

13 
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behalf of the troopers. Although it is questionable as to whether the System 's funds are "public 
funds," the following state laws are used to provide guidance to the use of the System 's vehicle. 

The State of Louisiana Fleet Management Regulations Part Xl, Chapter 1, Section 103(2)(d)(iii) 
prohibits the personal use of a vehicle belonging to the state, to any of its political subdivisions, 
or to any agency of its political subdivisions. AG O pinion 90-519 states that personal use is 
perm issible only when it is m inim al, reasonably necessary, and incidental to the authorized 
public use and that m isuse for unrestricted private purposes is a breach of fiduciary  duty. Also, 
R.S. 49:121 requires the System 's vehicle to have inscribed, painted, decaled, or stenciled on 
the outside door on each side of the vehicle, an insignia containing the nam e of the System . 

In addition, an em ployer-provided vehicle is considered a fringe benefit under federal 
em ploym ent tax laws. Em ployees are generally required to m aintain adequate records 
substantiating their business use of the vehicle. 

The System owns one vehicle that is used by the director for personal use. For exam ple, the 
director drove the System vehicle to Kentw ood, Louisiana, to visit relatives on Novem ber 25, 
1999, Decem ber 27, 1999, and M ay 28, 2000. Also, the director drove the System vehicle to 

Ft. Lauderdale, Florida (approximately 1,890 miles roundtrip) to visit with representatives of one 
of the System 's investm ent firm s on Ociober 18, 1999. The director left Baton Rouge on 
Saturday, October 16, 1999, and returned to Baton Rouge on Thursday, O ctober 21, 1999. The 
investm ent firm representative inform ed us that the director contacted them to set up the visit 
because he told them that he would be in the area. The investm ent firm representative told us 
that the director was given a tour of their offices and that his visit lasted approxim ately four 
hours. The director said that he took his wife on this trip and that they also visited Disney W orld 
(in Orlando, Florida). The director told us that the additional five days were personal travel; 
however, the director filed for and was reirnbursed by the System for four days of m eal per 
diems, totaling $120. 

The System 's vehicle is an unm arked 1998 Buick LeSabre. The director said that there is no 
decal/logo on the System vehicle because the board did not think one was necessary. 

The director did not m aintain records substantiating his business use of the vehicle, and the 
System did not determ ine the value of the personal use and include it in his wages as required 
by federal tax laws. 

The System should (1) determine whether a vehicle is necessary (cost/benefit); (2) prohibit the 
director from using the vehicle for personal use; (3) properly identify the System's vehicle with 
appropriate decals; (4) comply with appropriate employment tax laws and record-keeping 
requirement,,;; and (5) amend the applicable payroll tax reporting forms and submit these to the 
appropriate federal and state taxing authorities. 
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LEGISLATIVE AUDITOR 

LO UISIANA STATE! PO LICE RETIREM ENT SYSTEM 
Baton Rouge, Louisiana 
Findings and Recommendations (Continued) 

Expenditures for Airline Tickets, Flight 
Insurance Prem ium s, Conference 
Lodging and Registration Fees, 
and M eals Lacking Public Purpose 

System funds w ere used to purchase airline tickets and pay for conference lodging and 
registration fees for non-em ployees of the System . In addition, System  funds w ere used 
to purchase flight insurance and m eals for em ployees. None of these expenditures appear 
to have any public purpose. Article VII, Section 14(A) of the Louisiana Constitution of 1974 
provides that the funds, credit, property, or things of value of the state or any political 
subdivision shall not be loaned, pledged, or donated to or for any person, association, or 
corporation. It is questionable as to whether the System 's funds are "public funds" and if Article 
VII is applicable to retirem ent system s. However, Article VII does provide guidance as to the 
fiduciary responsibility of m anagem ent in protecting the funds and assets of the System that are 
entrusted to them on behalf of the Louisiana state troopers. 

Airline Tickets Purchased for Non-em ployees of the System 
Airline tickets, totaling $1,147, were purchased during the three-year period from July 1, 1997 
through June 30, 2000, for the System's actuary ($784) and a retired state trooper ($363). 

The director inform ed us that each year the System pays all of the actuary 's travel expenses to 
attend the Public Safety Employees Pension & Benefits Conference (PSEP&BC) held in Palm 
Springs, California. However, the System is under no contractual obligation to pay for the 
actuary's conference travel expenses. Also, the director said that the retired state trooper was 
not required to reim burse the System for his travel expenses to the PSEP&BC because the 
retired state trooper attended the conference as a "substitute" for the board chairm an. 

Fliaht Insurance Prem ium s 
Thirty-five flight insurance premiums, totaling $490, were charged on the System's American 
Express card during the three-year period from July 1, 1997, through June 30, 2000. The 
director inform ed us that he enrolled in the Am erican Express Autom atic Flight Insurance Plan 
(plan). The plan is a $1,000,000 accidental death and dismemberment polic, y that insures the 
director, his wife, and dependent children under age 23, in which death benefits are payable to 
his fam ily m em bers or their estate. Under the plan, Am erican Express autom atically bills a 
$14 flight insurance premium to the System's account when an airline ticket is charged on the 
credit card. 

Conference Mea_ls,_Lodqinfl and Re.qistratio_n Fees 
Paid for Actuary and Retired State Trooper 
The System 's actuary attended three PSEP&BC conferences in Palm Springs, California, and a 
retired state trooper attended one PSEP&BC conference during the three-year period. In 
addition to paying their airfare as discussed previously, the System paid $3,409 for meals, 
lodging, and registration fees for these individuals to attend the conferences. 
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LEGISLATIVE AUDITOR 

LO UISIANA STA'[E PO LICE RETIREM ENT SYSTEM 
Baton Rouge, Louisiana 
Findings and Recommendations (Continued) 

Restaurant M eals for Em ployees 
The System paid $738 for the following restaurant meals for employees that are not for a public 
purpose: 

Date 
May 18, 1999 

April 21, 1999 
November 23 
April 26, 20[)0 
Total 

Restaurant Am ount Occasion 
Mansur's $500 Former assistant director's 

"going away" pady 
Caf6 Am erican 69 Secretary's Day 

1999 Stephen's Courtyard 75 Thanksgiving 
Macaroni's 94 Secretary's Day 

The System should: 
~ Discontinue paying for airline tickets, conference m eals and lodging, and conference 

registrations for non-em ployees of the System . 
~ Require the actuary and retired state trooper to repay the cost of airfare, conference m eals 

and lodging, and registration fees paid on their behalf. 
~ Recover from the director all flight insurance prem ium s paid and discontinue the Am erican 

Express Autom atic Flight Insurance Plan. 
~ Discontinue purchasing m eals for em ployees that are not for a public purpose. 

Need to Im prove Co ntrols O ver Disbursem ents 

Controls over disbursem ents need to be im proved. The control weaknesses are as follows 

M issina Credit Card Charoe Tickets/Receipts 
O ur review of purchases charged on the System 's Am erican Express credit card during the 
three-year period from July 1, 1997, through June 30, 2000, revealed a substantial num ber of 
credit card charge tickets/receipts were m issing. The director m aintains possession of the credit 
card and is the only em ployee registered as a card m em ber on the System 's Am erican Express 
account. ]he director charged $48,437 on the credit card during this period of time for travel 
and travel-related expenses. 

The director inform ed us that he does not m aintain the credit card charge tickets/receipts for 
purchases m ade using the card. The director said that the System m aintains the Am erican 
Express m onthly statem ent as support for the credit card purchases. The Am erican Express 
m onthly statem ents reflect the dates of the charges, the nam es of the m erchants, and the total 

amount charged; however, specific details of the credit card charges (e.g., signatures, 
descriptions of individual purchases, etc.) are not evidenced. On August 16, 2000, we formally 
requested those copies of all missing charge tickets/receipts for the three-year period (July 1, 
1997, through ,June 30, 2000) be obtained for our review. However, the director informed us on 
Septem ber 20, 2000, that they were unable to obtain the copies of all m issing charge 
tickets/receipts. The following is a sum m ary of those charge tickets/receipts that the director 
could not obtain. 
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LEGISLATIVE AUDITOR 

LO UISIANA STATE PO LICE RETIREM ENT SYSTEM 
Baton Rouge, Louisiana 

Findings and Recommendations (Continued) 

T TEp~s of _CLha~es 
Lodging 
Airfare 
Vehicle Rentals 
Meals 
Gasoline 
Car W ashes 
Totals 

Total Charges for the 
Three-Year Period 

$30,778 
12,340 
2,150 
1,781 
8O7 
581 

$48_ :437 

Number of Missing Paid 

34 
23 
4 
13 
54 
37 

Restaurant M eals Lack Docum entation for Business Purpose 

Amount 
$10,320 
7,168 
833 

1,454 
807 
550 

The director charged eighteen meals, totaling $1,781, on the System's American Express card 
during the three-year period from July 1, 1997, through June 30, 2000. M eal receipts were not 
available for 13 of the 18 charges. The five m eal receipts available did not contain the Internal 
Revenue Serv ic;e required docum entation of the business purpose of the m eals and the nam es 
of persons participating. 

The System should discontinue the use of the Am erican Express credit card or ensure that 
charge tickets/receipts and all other supporting docum entation are filed in an appropriate 
m anner to safeguard them from being m isplaced or lost. Also, the System should require that 
the business purpose for m eals and the nam es of individuals participating be docum ented. 

O vertim e Pay Circum vents Civil Service Rules 

The director authorized overtim e pay for an em ployee to circum vent the Civil Serv ice pay 
plan rules. The State of Louisiana Department of Civil Service (Civil Service) rule 6.1 provides 
that the Civil Serv ice pay plan regulates the com pensation of all classified state em ployees. 
Generally, each employee is paid at a rate within the range for the grade of the job to which the 
position is allocated. 

Upon an employee's job classification downgrade by Civil Service, the directer authorized 11.5 
hours of overtim e pay to be paid each biweekly pay period to the em ployee to m ake up for the 
reduction ($3,612) in his annual salary. "['his practice effectively circumvents the Civil Service 
pay plan rules. 

The director hired an individual on February 28, 2000, as a Retirement Benefits Analyst III, at an 
annual salary, of $28,500. However, upon Civil Service examination/review on April 14, 2000 
(one and a half months later), the job classification was downgraded from the level III to a level I 
because the individual lacked two years of professional-level experience. As a result of this job 
classification downgrade, the employee's annual salary was reduced by $3,612 (from $28,500 
to $24,888). 
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LEGISLATIVE AUDITOR 

LO UISIANA STATE--" PO LICE RETIREM ENT SYSTEM 
Baton Rouge, Louisiana 
Findings and Recommendations (Concluded) 

The director inform ed us that paying overtim e is the only way he could legally continue to pay 
the em ployeE., the salary prom ised him at the tim e he was hired. O n May 25, 2000, the 
em ployee began com pleting an "Application For Overtim e" form each biweekly pay period that 
reflects 11.5 overtim e hours and the approval of the director or assistant director. The 
em ployee inform ed us that he works the overtim e hours at both his hom e and the office and that 
his overtim e work is not reviewed. W e questioned the director on whether the em ployee was 
actually working the 11.5 hours of overtime; for which he was being paid. The director said, "1 
know the ernployee is doing the work because the work is getting done." As of Septem ber 22, 
2000, the System has paid the em ployee overtime pay totaling $1,109. The director said that 
the overtim e pay will "go away" after another year and a haft because at that tim e the em ployee 
w ill have the required experience and will be paid the regular salary that he was prom ised when 
he was hired. 

The System should: 
~ Discontinue paying overtim e pay to the em ployee, unless it is absolutely necessary that the 

work be done after norm al working hours. 
~ Require that tile product of the overtim e work be reviewed tim ely by an appropriate 

supervisor. 
~ Develop and adopt an overtim e policy that prohibits work at hom e arrangernents. 
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Louisiana State Police Retirement System 

CPA, CFE 

treet 

Post Offi ce Box 94397 
Baton Rouge, Louisiana 70804-9397 

D ear M r. KvIe 

N ovember 14, 2000 

Re: Louisiana State Police Retirem ent System 

This is l o respond to your letter to m e dated N ovember 2, 2000 and to address the preliminary 
draft report ofyour findings, both relative to the Louisiana State Police Retirem ent System . Thank 
you for the oppoxunity to review the draft and to respond. 

Initially, and because it applies to various sections of your draft report, I w ould like to bring 

to your attemion the fact that LSA-Constitution Article VII, Section 14(A) does not apply to any 
funds, assets, or property held by the retirement system. By its own terms, Article VII, Section 14(A) 
applies to "fiands, credit, property, or things of value of the state or of any political subdivision." 

In Louisiana State Em ployees' Retirem ent System et al. v. State of Louisiana, throuKh the 

Department of,lustice et al., 423 So.2d 73, La. App., 1'~ Cir., writ denied (stating "The result is 
correct."), 427 So.2d 1206, La., the Court reviewed the legal status of funds held by two other of 
Louisiana's state retirem ent system s. The Court stated as follow s: 

The fund s irwolved here consist of contributions made by the individual m embers of 
the retirem ent system s and m atching contributions by the State. The State 
contributions are in the nature offi'inge benefits or additional compensation. Th._~ e 

funds here belong to the members of the st,stems. Neither the State nor the 
eeneral t~ublie has any nrovrietarv interest in sam ~ These funds are in trust for the 

members of the systems. (Emphasis added.) 

The Court then he!d that the "funds beloneine to these retirem ent system s are not nublic/stat 

funds," (Emphasis added.) The inescapable conclusion Js that once the employee and employer 
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contributions (from which the retirement system's investments, assets, and operating funds are 
derived) come into the possession of the Louisiana State Police Retirement System, they thereby lose 
any inkling of star,as as public/state funds. Therefore Article VII, Section 14(A) does not apply to 
any funds, assets, or property held by the retirem ent system . 

Instead, LSA-Constitution Article X, Section 29 and statutes enacted pursuant thereto apply 
to the property, investments, assets and operating funds held by the retirem ent system . Article X, 

Section 29 states, hi part, that "[a]ll assets, proceeds, or income of the state and statewide public 
retirem ent system s, and all contributions and paym ents m ade to the system to provide for retirem ent 

and related benefits shall be held, invested as authorized by law, or disbursed as in trust for the 
exclusive purpose of providing such benefits, refunds, and administrative expen,*'es under the 
managfment_~ef the boardx of trustees and shall not be encumbered for or diverted to any other 
purpose." Emphasis added. See also LSA-R.S. 11:261 et seq.) This provision of the Constitution 
places the m m,~agcm ent, control, and use of the funds, property, and assets held and owned by the 
retirem ent system under the exclusive and autonom ous m anagem ent of the system 's Board of 
Trustees. N either the Legislative nor the Executive Branch of governm ent m ay interfere w ith, 
obstruct, supersede, or override the autonom ous and exclusive authority of the Board, vested w ith 
it by the Coustit-tion, over the m anagem ent, control, and use of the system 's property and assets. 

W ith regard to the retirem ent system 's operating funds, those fu nds are derived from the 
em ployee and em ployer contributions paid to the system . As and w hen those contributions are 
subm itted ',o the system , they are deposited into a general tru st account held by the system . Funds are 
periodically ~ransferred from that account to an adm inistrative expense account from w hich the 
adm inistrative expenses of operating the system are paid according to a budget review ed and adopted 
by the system's Board of Trustees. Once the employee and employer contributions (from which the 
retirement system's operating funds are derived) come into the possession of the retirement system, 
they thereby lose any inkling of status as public/state funds. The transfer of such funds into the 

system's operatiJ,~g account (from which the system's administrative expenses are paid) does not 
som ehow convert the funds back into a public/state fund status. 

Therefore, the funds used to pay the administrative expenses of operating the retirement 
system are not public/state funds. As such, the restrictions imposed by law on the use of public/state 

funds, in particular Article VII, Section 14(A) of the Constitution, do not apply to funds used to pay 
the adm inistrative expenses of operating the system . 

W ith this clarification of the law in mind, I will now address the seven items your raised in 
your draft report. 
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Y our first item , concerning the system 's director's annual and sick leave, is based entirely on 
the incon'ect assumption that Article VII, Section 14(A) is applicable to the funds, property, and 
assets held by the J etirem ent system . Since, as dem onstrated above, that assumption is incorrect, the 
conclusions you Teached are also incorrect and invalid. H ow ever, I acknowledpe that as a m atter of 
managem ent, better records concerning leave accumulated and/or taken by the system employee at 
issue is a subject ,.inat the retirement system's Board of Trustees should and will investigate. Upon 
conducting our owr. investigation, appropriate action will be taken. The speed w ith which you 
required that this response be prepared did not allow adequate tim e for the Board to fully investigate 
and act in this; regard. A follow -up response, if you desire, w ill be provided when our investigation 
and action is con:pleted. 

W ith regard to your second item pertaining to the acceptance of lodging and alrfare from 
businesses, 1 acknow ledge that this situation needs to be m onitored and investigated by the Board of 
Trustees m ore thoroughly. Action w ill be taken by the Board of Trustees to insure strict com pliance 
w ith the Louisiam~ Code of Governm ental ethics in the future. A follow -up response, if you desire, 
w ill be piov!ded w hen our course of action is adopted and implem ented. 

Concerning your third item relative to com pliance w ith the Travel Policy adopted and 
approved by the retirem ent system 'sBoard of Tru stees, I again point out that the use and expenditure 
of adm inistrative funds, including travel expenses, is solely a m atter under the m anagem ent of the 
system 's Board of Trustees. In addition, please be advised that our Travel Policy is out-dated and 
is in great need of revision to m eet current travel conditions; the policy is currently being reviewed 
by the Board to assure that theit accurately reflects the Board's requirem ents and is a realistic 
docum ent in term s of~he level oftoday's travel expenses. N evertheless, action w ill be taken by the 
Board of Trustees to insure strict com pliance with our travel policy in the future. A follow-up 
response, if you desire, will be provided w hen our course of action is adopted and implemented. 

Turning to your fourth item w ith respect to use of the vehicle owned by the retirem ent system , 
here again ] reiterate that control of the use of property and assets belongin~g to and held by the 
retirem ent system is vested exclusively by the Constitution under the managem ent of the system 's 
Board of Trustees. N either the Legislature nor the Executive branch of state governm ent nor any 
office thereof m ay interfere w ith, obstru ct, supersede, or override the autonom ous authority of the 
Board over the m anagem ent of the system 's property and assets. 

M y response to your fifth item, concerning additional issues involving travel and dining 
expenditures of system 's adm inistrative funds, is the same as my response to the third and fourth 
item s contained ir'~ your drat2 report. 
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Your sixth item involves "in-house" administrative and management practices and record 
keeping practices end will be fully investigated in due tim e by the retirem ent system 's Board of 
Trustees. U pon conducting our own investigation, appropriate action will be taken. The speed w ith 
which you 1eq,aired that this response be prepared did not allow adequate tim e for the Board to fully 
investigate and act in this regard. A follow-.up response, if you desire, will be provided when our 
investigation and action is completed. 

Final!y, addressing your seventh item pertaining to use of overtim e pay for a particular system 
em ployee, ] have been assured that in the instances w hen overtim e w as used, there w as w ork that 
needed to be done and the only w ay it could be done was for staff to w ork overtim e. The Board of 
Trustees has va:'ious duties and responsibilities to assure that the needs of the retirem ent system 's 
m embers m~d beneficiaries are m et. ]fand when the use of overtim e is required to m eet those needs, 
1 am appreciative that our staff is w illing to perform it. 

W e spec?fically deny and refu te any allegation that there has been a breach of any fiduciary 
responsibi!ity o~ eb~igation or any applicable state law . 

1 ho~,e this inform ation is of assistance to you 

JEM :w ct 

Sincerely 

Jam es E. Cham pagne 
Chairm an, Board of Trustees, 
Louisiana State Police 
Retirem ent System 


